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1. ACCORDING TO HECTOR VILLAGRAN, RESIDENT VP OE CABEI IN 
GUATEMALA, A BREAKTHROUGH MAY SOON BE ACHIEVED TO GIVE THE 
BANK A MUCH NEEDED INCREASE IN CAPITAL. BY WAY OF BACKGROUND, 
CURRENT AUTHORIZED CAPITAL IS $60 MILLION, SUBSCRIBED CAPITAL 

IS $55 MILLION AND PAID-IN CAPITAL IS $47.5 MILLION. VILIAGRAN 
ESTIMATED THE DEMAND FOR CABEI LOAN FUNDS AT $100 MILLION PER 
YEAR OVER THE NEXT FIVE YEARS. 

2. UNANIMOUS AGREEMENT WAS REACHED AT THE JANUARY 15-16 
BOARD OF GOVERNORS' MEETING IN TEGUCIGALPA TO BROADEN CABETS 
FINANCIAL BASE. THE AGREEMENT REITERATES THE FIVE MEMBER 
COUNTRIES COMMITMENT TO PAY IN THE REMAINING SUBSCRIBED 
CAPITAL OF $7.5 MILLION($5 MILLION IN APRIL 1976 AND $2.5 

MILLION IN APRIL 1977). FURTHERMORE, AN EXTRAORDINARY MEETING 
IS TO BE HELD TO (1) INCREASE SUBSCRIBED CAPITAL BY $5 
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INCREASE AUTHORIZED CAPITAL BY A SUBSTANTIAL, BUT STILL 
UNDETERMINED AMOUNT, POSSIBLY ABOUT $80 MILLION. 

3. VILIAGRAN INDICATED THAT EL SALVADOR'S DECISION TO GO 
ALONG WITH THE INCREASE IN AUTHORIZED CAPITAL IS CONDITIONED 
ONLY ON THE COMMITMENT OF THE FIVE COUNTRIES TO NAME 
PLENIPOTENTIARY REPRESENTATIVES FOR THE NEGOTIATIONS OF 

A NEW CACM TREATY(NOT ON THE ACTUAL SIGNING OF A NEW TREATY). 
WILIAGRAN THOUGHT THAT THE CABEI CAPITALIZATION ISSUE WAS 
LOSING EFFECTIVENESS AS A POLITICAL NEGOTIATING ELEMENT FOR 
EL SALVADOR. HE EXPRESSED HIS CONVICTION THAT THE OTHER 
FOUR COUNTRIES HAVE A NUMBER OF OPTIONS TO INCREASE THE 
CAPITAL OF THE BANK AND THAT THEY ARE PREPARED TO MOVE AHEAD 
IF EL SALVADOR SHOULD CONTINUE TO OBSTRUCT JOINT ACTION. ONE 
OF THESE OPTIONS WOULD BE TO MAKE VOLUNTARY DEPOSITS ON AN 
INTERMIM BASIS. 

4. FROM VILIAGRAN'S REMARKS, IT WOULD APPEAR THAT THE CABEI 
GOVERNORS EXPECT PORTENTS OF GROWING EL SALVADOR-HONDURAS 
RAPPORT TO DEVELOP, SUFFICIENT TO OVERCOME THE CURRENT 
IMPASSE WITH REGARD TO THE BANK'S INCREASED CAPTIAL REQUIREMENTS. 
HARRISON 

ALSO PASSED INFO USAID/GUATEMALA 
ANDREWS 
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